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THE COURSE OF BUSINESS IN THE CITIES 
OF OHIO 

Bank Debits 

The change in the volume of bank debits in Ohio 
from October to November was inconsiderable. For 
the entire state the November index is slightly below 
the October index after the seasonal correction has 
been made. It is interesting to note that the direction 
of bank debits in Ohio during the first eleven months 
of 1926 has ‘been substantially lateral. There have 
been fluctuations from month to month, but the level 
established in the first two months of the year has 
been in general maintained throughout the year. This 
is in contrast to the upward direction recorded in 
1925. For the month of November three cities show 
slight gains over October, two cities show slight losses, 
and in Toledo the level was practically unchanged. 
The situation in Toledo is worth noting because it 
shows a halt in the rather precipitous drops registered 
in the two previous months. From an examination 
of Chart I it appears that Cincinnati showed the most 
favorable situation in November. 


Construction Contracts Awarded 

The trend of construction in Ohio and the leading 
cities of Ohio is shown in Chart II. The F. W. Dodge 
Corporation reported an increase of 2 per cent in 
contracts awarded in Ohio in November as compared 
with November, 1925. The seasonally adjusted curve 
for Ohio shows a slight upturn in November. Similar 
upturns are shown on the chart for four cities while 
three cities show downturns. 


EMPLOYMENT IN OHIO CITIES 
Construction Industry 
The general contractors of Ohio reported in No- 
vember a decrease in numbers of employed and wage 


payments as compared with October. The numbers 
employed in November after the seasonal correction 
is made show employment to have been 83.5 per cent 
of the seasonal normal. The drop from October 
amounted to about 7 per cent. The employment in- 
dices for the state and for the leading cities are shown 
in Tables I and II. 

It will be noted in Table I that all cities except 
Dayton and Youngstown showed decreases in Novem- 
ber, 1926, as compared with November, 1925. The 
most significant increase occurred in Dayton, and the 
largest decrease occurred in Canton. The construction 
employment curves for 1926 are shown in Chart III. 


TABLE II 


EMPLOYMENT IN THE CONSTRUCTION INDUSTRY 
IN OHIO 


January to November 1926 
In Each Series Average Month 1923 Equals 100 


Number of Wage Earners Total 
Month Actual te Wage 
Seasonal Variation Payments 
743 1104 823 
March....... 63.8 85.2 70.3 
70.9 77.5 84.9 
_ ee 82.0 82.7 102.3 
99.9 89.8 126.8 
108.1 90.9 141.5 
August....... 108.1 89.5 144.0 
September. . 113.3 93.1 155.6 
October. ..... 99.7 83.9 140.0 
November. . . 92.6 83.5 128.1 


Employment in the Iron and Steel Industry in Ohio 

Employment in the iron and steel industry in Ohio 
in November showed a very slight drop from October. 
The change, however, is not of any importance. The 
situation is shown in Chart IV. The changes in the 
individual divisions of the iron and steel industry are 


TABLE I 
INDICES OF EMPLOYMENT IN THE OHIO CONSTRUCTION INDUSTRY 
In Each Series Average Month 1923 Equals 100 


No. of Total Number of Wage Earners 

Report- Wage November Average Month Jan.-November 

City ing Payments Per Cent Per Cent 

Firms In- In- 

1926 1926 1926 1925 crease* 1926 1925 crease* 

13 136.2 88.2 115.8 — 23.8 118.1 118.9 - J 

9 43.6 28.0 96.5 — 71.0 43.1 97.5 — 558 

20 126.3 100.8 101.4 —- 10 74.5 98.7 — 24.6 

6 69.9 78.3 97.7 -— 199 111.8 84.2 32.8 

8 246.3 215.5 55.6 287.4 148.9 61.2 143.3 

8 85.1 4 37.4 - ti 84.1 68.0 7 

5 57.0 71.3 68.9 49 109.9 76.0 44.5 

91 127.2 92.6 102.2 — 94 89.8 96.8 —- 72 


*Minus (—) indicates per cent decrease. 
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CHART I 


BANK DEBITS IN OHIO CITIES 
January 1924 to Date 
Corrected for Seasonal Variation 


Average Month 1920-1924 Equals 100 Source: Federal Reserve Board 
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CHART Il 
FLOOR SPACE OF CONSTRUCTION CONTRACTS AWARDED IN OHIO 
January 1924 to Date 
Corrected for Normal Seasonal Variation* 
Source: F. W. Dodge CorporationAverage Month 1920-1924 Equals 100 
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naces. The most important change occurred in the 
Cleveland district with an increase of over 6 points 
in November as compared with October. 


Employment in the Metal Trades 


The employment data supplied by the National 
Metal Trades Association covering their reporting con- 
cerns in five cities of Ohio show a very slight drop in 
November as compared with October. Columbus 
shows a slight increase, Toledo shows about the same 
level, and Cleveland, Cincinnati and Canton show slight 
drops. The curves are shown in Chart V and the 
indices are listed in Table IV. 


Unemployment in Ohio Cities 
The industrial unemployment situation in the cities 


of Ohio through October is shown in Table V. The 
1926 data show some improvement over 1925. The 
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TABLE III 
EMPLOYMENT IN THE IRON AND STEEL INDUSTRIES IN OHIO 
January to November 1926 
In Each Series Average Month 1923 Equals 100 
No. of 
Industry ie Jan. | Feb. | Mar. | April | May | June | July | Aug. | Sept. | Oct. | Nov. 
irms 
Iron and Steel Group 
Total Wage Payments............. 83 96.7 | 102.0 | 104.7 | 100.8 | 96.5| 95.7| 94.9) 95.5] 95.8] 104.3 | 981 
Number of Wage Earners.......... 83 96.5 | 98.6) 99.1 | 97.3 | 94.4) 95.1 | 94.5] 96.4] 101.3 | 100.7} 993 
Blast Furnaces 
Total Wage Payments............. 7 102.0 | 100.4 | 103.7 | 102.6 | 104.1 | 108.6 | 109.8 | 107.6| 95.0] 99.0) 102.0 
Number of Wage Earners.......... 7 102.0 | 100.2 | 100.7 | 102.7 | 103.5 | 110.8 | 110.1 | 104.4 | 101.4 | 103.0 | 101.8 
Steel Work and Rolling Mills 
Total Wage Payments............. 104.2 | 105.3 | 108.0 | 102.6 | 96.8| 97.3| 94.0} 95.2 | 101.2 | 109.3 | 1024 
Number of Wage Earners.......... 14 105.7 | 106.3 | 104.8 | 102.8 | 98.0| 99.7 | 100.4 | 106.6 | 109.9 | 110.6 | 112.9 
Foundries and Machine Shops 
Total Wage Payments............. 62 91.9 | 100.2 | 102.8 | 99.6) 95.6) 93.6| 87.3| 94.6] 92.7 | 100.9} 97.3 
Number of Wage Earners : 
62 90.7 | 94.0) 95.6] 93.7) 91.5] 91.1} 89.8] 89.7| 96.2| 949] 95.1 
Cleveland District............... 16 93.2| 97.2| 98.8) 94.5) 91.0) 93.9] 89.9) 92.6/| 108.1 | 104.5 | 1108 
Northeastern District 

(exclusive of Cleveland)........ 19 76.4| 81.6) 82.6) 83.1 | 81.9} 80.7| 81.6) 83.9| 85.7| 85.5| 824 
Northwestern District........... 10 107.4 | 109.9 | 110.3 | 111.6 | 110.7 | 109.3 | 109.4 | 102.7 | 107.4 | 107.5 | 108.1 
Southern District...............- 17 91.5 | 117.9 | 121.9 | 118.1 | 115.7 | 110.3 | 109.7 | 107.9 | 109.6 | 108.9 | 105.0 

shown in Table III. It will be noted that the number 
of wage earners in November increased slightly from 
k 1li ills, and d CHART Ill 
October in steel works and rolling mills, and dropped = gp OYMENT IN THE CONSTRUCTION INDUSTRY 
slightly in foundries and machine shops and blast fur- IN OHIO 


January to November 1926 
In Each Series Average Month Equals 100 
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TABLE IV 
EMPLOYMENT IN THE METAL TRADES IN OHIO 
January to November 1926 
Average Month 1925 Equals 100 
Source: National Metal Trades Association 


Index of Employment 
/& go % Feb. | M A Ma J Jul: A Aep Oc Nov. 
ity eporting ar. pr. y une y it. t. 
irms 1926 | 1926 | 1926 | 1926 | 1926 | 1926 | 1926 1936 1926 | 1926 | 1926 
er ee 68 96 96 98 100 93 94 95 97 94 92 89 
ES SE 42 108 109 107 105 103 101 101 101 102 101 97 
34 107 109 11 11 110 110 110 113 110 11 110 
SS Rp aerate ae 19 116 119 122 121 114 103 95 107 99 106 108 
51 100 103 108 121 118 11 108 105 104 89 89. 
214 103 104 106 110 106 103 102 102 101 96 94 


*Aggregate of the five cities. 
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CHART IV 
EMPLOYMENT IN THE IRON AND STEEL 
INDUSTRIES IN OHIO 
January to November 1926 
Average Month 1923 Equals 100 
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Tan War Apr Way June July Aug Sept Oot Nov 
November statistics have not yet been made available 
by the Department of Industrial Relations. 


REGISTRATION OF AUTOMOBILE BILLS OF 
SALE 

For the month of November reports were received 
from 52 county clerks in Ohio showing the registra- 
tion of bills of sale of new passenger cars and new 
commercial cars in these counties. Comparable data 
for the preceding month are available for 50 of these. 
These report show sales of 8,989 new passenger cars 
and 974 new commercial cars. These figures show 
decreases of about 17 per cent in comparison with 
October. The data are shown in Table VI. The 50 


counties for which comparable data are reported rep- 
resent slightly in excess of 75 per cent of the popula- 
tion of Ohio. It will be recalled from the November 
Bulletin that a drop of similar significance occurred 
in October in comparison with September. These de- 
creases, considerably greater than the normal seasonal 
drops for these two months, are significant for the 
automobile industry. They indicate a recession of 
some importance in automobile sales. 


The Clerks of Courts of the counties of Ohio supply 
these figures to the Bureau. Progress has been made 
in securing the cooperation of the clerks of over 50 
counties and the Bureau hopes to add the remaining 
counties at an early date. 


THE RELATION BETWEEN INDUSTRIAL EM- 
PLOYMENT AND DEPARTMENT STORE 
SALES IN OHIO 


The Problem 


The problem of forecasting retail trade in a given 
area is the problem of forecasting the purchasing 
power of the inhabitants of that area. It is fairly 
evident that the fluctuations of purchasing power will 
be reflected in the oscillations of retail trade. In- 
creases in purchasing power represent increases in the 
production of goods and services, since increased pro- 
duction means increased command over the articles 
of production. It is logical to assume that this in- 
creased command will be exercised. It may be coun- 


CHART V 
EMPLOYMENT IN THE METAL TRADES IN OHIO 
January 1925 to November 1926 


Source: National Metal Trade AssociationAverage Month 1925 Equals 100 
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tered that many individuals will not exercise this com- 
mand over present goods but will “save.” The 
answer to this is that all goods are either consumed 
or are wasted. The saving process is merely a shift- 
ing of command over goods from one individual to 
another. Theoretically, this might be a disturbing ef- 
fect insofar as this shift is from the given region to 
another; it is probably of little practical import in 
effecting changes in purchasing power from year to 
year. Therefore, the saving element need not be 
considered. Increases in purchasing power will be re- 
flected in increases in retail trade. Department store 
sales, the subject of this study, constitute the most 
general index of retail trade available. It is true that 
food is not usually adequately represented in depart- 
ment store sales but this is not serious, since food ex- 
penditures are probably not subject to the same de- 
gree of variation as other expenditures. Can this 
relationship between purchasing power and retail trade 
be demonstrated? Is the time relationship a concur- 
rent one, or does purchasing power lead retail trade? 
That is, do consumers spend increases in purchasing 
power as received or do they accumulate these in- 
creases for a period before spending them? Conflict- 
ing opinions are current; the object of this study is 
to determine the true situation in Ohio. 


Industrial Employment in Ohio 

There is available in the Bureau of Business Re- 
. search an index of industrial employment in the state 
of Ohio. This index covers four very significant in- 
dustries. These are: general contracting, foundries 
and machine shops, steel works and rolling mills, and 
blast furnaces. It has been demonstrated in the 
Bureau that the index of employment by general con- 
tracting firms represents very accurately employment 
by all construction firms. In brief, the general con- 
tracting index is an all construction index in Ohio. It 
has been further demonstrated that the combined in- 
dices of the three mentioned divisions of the iron and 


steel industry, properly weighted, afford an index of 
employment for the entire iron and steel industry in 
Ohio. It will be recognized at once that an index 
which accurately measures employment changes in 
these two industries is very significant. The iron and 
steel group is the largest in the state, accounting ip 
1923 for 26.8 per cent of all the wage and salary pay. 
ments reported to the Ohio Division of Labor Statis. 
tics. The construction group is the third most im 
portant group in the state, accounting in 1923 for 68 
per cent of all the wage and salary payments sim. 
ilarly reported. The two groups in 1923 accounted 
for 33.6 per cent of all the wage and salary pay- 
ments reported to the Ohio Division of Labor Sta 
tistics. It should be mentioned here that the re 
ports of the Ohio Division of Labor Statistics repre- 
sent all employing industries except interstate rail 
roads, and individual returns are required of all con 
“cerns normally employing’five or more persons. The 
index of industrial employment is based on these two 
groups of industries, representing, as indicated, one- 
third of the industrial purchasing power of the state. 
The indices representing the individual industries are 
weighted in the following proportions: foundries and 
machine shops, 37 per cent; steel works and rolling 
mills, 32 per cent; blast furnaces, 6 per cent; and 
construction, 25 per cent. The wage and salary pay- 
ments disbursed in 1923, the base year, are the basis 
for these weights. 


The Character of the Series 


. This index of industrial employment is significant 
not only because of the absolute importance of these 
two groups but also because of their basic character. 
In a highly industrialized and highly urban area such 
as the state of Ohio, it is evident that construction 
and iron and steel are fundamental in their relation 
to the economic life of the entire state. The absolute 
and relative significance of these industries in Ohio 


TABLE V 
THE INDUSTRIAL UNEMPLOYMENT SITUATION IN OHIO CITIES 


urce: Ohio Department of Industrial Relations 
Ratio of Applicants to Help Wanted Excess of Industrial Labor Applicants 
Requests over Help Wanted Requests 

Unskilled Labor* Skilled Labor Unskilled Labor* Skilled Labor 
City September | October |September | October |September | October {September | October 
1926 | 1925 | 1926 | 1925 | 1926] 1925 | 1926| 1925 | 1926| 1925 | 1926 | 1925 | 1926] 1925 1926 | 1925 
1.32 | 3.41 | 1.44 | 3.71 | 2.05 | 4.81 | 2.18 | 3.89 | 611) 3393} 905) 4110) 292) 1071) 348) 
SR CO Ie 1.10 | 1.98 | 1.05 | 2.59 | 1.34 | 3.77 | 1.53 | 4.92 98] 834) 47] 1184) 33) 252) 29) 333 
1.09 | 1.78 | 1.14 | 1.45 | 1.46 | 2:24 | 1.53 | 2.14} 549) 3867] 765) 2727] 425) 1139) 456) 118 

1.10 | 1.85 | 1.09 | 1.77 | 1.22 | 1.93 | 1.18 | 2.68} 173] 1152) 176) 1460) 66) 284) 68 
1.04 | 1.59 | 1.14 |.1.35 | 1.92 | 3.30 | 2.30 | 3,22 75| 869} 260| 643) 239) 583) 249) 638 
1.07 | 1.91 | 1.01 | 1.61 | 1.97 | 2.74 | 2.59 | 3.02} 105) 1627} 1340) 338) 94) 2% 
1.39 | 1.50 | 1.66 | 1.79 | 1.76 | 2.91 | 1.57 | 3.76] 257] 270) 390) 435) 54) 65) 47] 10 
1.13 | 1.97 | 1.18 | 1.81 | 1.59 | 2.80 | 1.67 | 2.84 | 1868}12412 2560|1 1899] 1186} 3733| 1291| 4056 

*Male and Female. 


**Total of Seven Cities. 
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justify the provisional use of this index of em; 
ployment as an index of industrial purchasing 
power; the ‘highly industrialized character of Ohio 
likewise justifies the provisional use of industrial 
purchasing power as a measure of genera! purchas- 
ing power. This. index is available from January, 
1922, to date. Since there is available in Ohio a rep- 
resentative index of industrial employment it becomes 
possible to test the relationship- between purchasing 
power and department store sales. It is frankly rec- 
ognized, of course, that the period of observation isa 
very short one and, therefore, care must be exercised 
in drawing conclusions. For the purpose of this re- 
port, the only available index of department store sales 
has been the index of the Cleveland Federal Reserve 
Bank. This district includes Pittsburgh and New 
Castle, Pennsylvania, and Wheeling, West Virginia. 
However, these cities belong to the same general eco- 
nomic region and the inclusion of their date should 
not materially change the results. Parenthetically, it 
may be stated that the index of department store 
sales in Ohio alone is now available and at a later time 
this series will be substituted for the Cleveland Dis- 
trict series. The relationship between this series and 
the Cleveland District series is so close that the re- 
sults will not vary much. 


The Comparison of the Series 

After plotting the employment index and the sales 
index it became evident that there was fairly close 
quantitative relationship between their. fluctuations. 
Inspection of the chart likewise pointed to a very 
close concurrent time relationship. In order to test 
quantitatively this relationship, the simple correlation 
between the two series has been determined. It 
should be stated here that the two series have been 
corrected for normal seasonal variation and. further 
smoothed by a three months’ moving average. In the 
case of the employment index the only constituent 
series requiring seasonal correction was the construc- 
tion employment series. This series was corrected 
before being combined with the other three series 
into the composite index of industrial employment. 
This composite index yielded a very smooth curve but 
it was further smoothed by the three period average 
to conform with the department store index. The 
seasonal index used for this correction was one which 
was developed by the Bureau based on the period 
1914-1924, and is published in the Bureau’s study of 
the construction industry in Ohio. The department 
store index was corrected seasonally by an index of 
seasonal variation computed by the median-ratio-to- 
trend method. This correction did not yield a suffi- 


TABLE VI 
REGISTRATION OF BILLS OF SALE IN OHIO COUNTIES, NOVEMBER 1926 
Source: Clerks of Courts of Listed Counties 


Commercial Cars 


Passenger Cars Passenger Cars |Commercial Cars 
Per Cent Per Cent Per Cent Per Cent 
Num-| Increase | Num-| Increase Num-| Increase | Num-| Increase 
County  |County Seat ber |Over Pre-| ber |Over Pre-|County County Seat | ber \Over Pre-| ber |Over Pre- 
vious Mo. vious Mo. vious Mo. vious Mo. 
Allen... .... 151 — 8.5 17 325.0 64 30.6 10 | —23.1 
Ashtabula.. .|Jefferson........ 179 | —21.9 18 | —45.5 [Licking..... Newark... .... 92 —24.0 8 | —63.6 
Athens... .. Athens.......... 80 | —12.1 12 50.0 }Lorain...... 215 —.2 26 18.2 
Belmont... .|St. Clairsville. . 112 0.0 12 —40.0 |Mahoning. . .|Springstown 291 —16.1 60 1.7 
Brown... .. .|Georgetown. ... 28 55.6 1 —83.3 |Medina..... 57 —29.6 —55.6 
Butler... ... Hamilton........ 159 32.5 13 —38.1 [Meigs....... Pomeroy 32 —59.0 12 — 7.7 
Carroll... . . Carrolton 42 40.0 3 —25.0 |Miami...... 129 —18.4 8} —I1.1 
Champaign..|Urbana......... 61 — 16 3 50.0 onroe. . .. .|Woodsfield. . 6 —78.6 1 —66.7 
Cuyahoga*..|Cleveland....... 1,963 —138 221 —16.3 |Montgomery.|Dayton....... 550 — 68 89 — 73 
Darke... ... Greenville. ...... 97 11.5 9 12.5 |Morrow..... Mt. Gil 29 3.6 0 | —100.0 
Defiance... |Defiance........ 46 | —38.7 3 | —40.0 |Muskingum. .|Zanesville... .. 165 6.5 7 0.0 
ayette. .. ashington C. —35. —14. aulding ....|Paulding...... — 5. 
Franklin... .|Columbus.... ... 867 | —22.2 | —— | — Perry. ...... ew i 62. | —21.5 4 | -—429 
Fulton... . auseon........ 96 | —25.6 3 —40.0 |Pickaway Circleville. 49 0.0 6 50.0 
. idge...... —15. illicothe.... . —24. — 35. 
Hamilton. ..|Cincinnati..... . . 908 | —18.7 150 | —11.8 [Scioto ..|/Portsmouth 137 —22.2 22 29.4 
...|Napoleon........ 66 | —20.5 5. 25.0 |Shelby...... Sidney........ 44 | —228 1 | — 83.3 
...|Hillsboro........ 50 | —25.4 5 —444 |Stark....... Canton. 360 | —17.8 49 | — 15.5 
Hocking... . 26 | —38.1 4 0.0 mit. .... Akron: .. 489 | —26.2 | 77 | — 154 
Huron... . Norwalk. ....... 123 —13.4 7 0.0 |Trumbull....|Warren....... 192 —25.9 13 | — 59.4 
Jackson... .|Jackson......... 65 15. | ——— 52 —21.2 4 . 
benville. .. .. 116 | —21.6 12 | —20.0 |Wayne...... Wooster....... 83 —34.1 12 | — 52.0: 
Knox... Mt. Vernon... ... 72 | —— 1 —— 80 | —208 4 | — 20.0 
Lake... inesville...... . | —12.7 7 —73.1 |Wyandot... .|U. Sandusky 45 —338 1 | — 75.0 
Total of Comparable 989 | —16.7 | 974:\ — 17.0 


*Supplied by Cleveland Automobile Manufacturers and Dealers Association. 
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ciently smooth curve and additional smoothing was 
accomplished by the use of a three period average. 
The reason for this lack of smoothing is very evident 
to any student of retail trade and inheres in the use 
of any uniform seasonal index. The seasonal fluctua- 
tion in retail trade varies because of variations in 
weather, particularly in the spring and fall months, 
variations in the number of business days, and varia- 
tion in the time of occurrence of Easter. No attempt 
has been made to correct the series for secular trend 
because of the short period of observation and because 
of the absence of any definite upward or downward 
trend of this period, when it is remembered that the 
series begins in a year of recovery. Attention is called 
to Chart VII showing these two series as described. 


The Correlation Results 

What does the simple correlation of these two series 
reveal? The results are listed in Table VII. The con- 
current fluctuations yielded a correlation coefficient of 
store sales. Allowing a lead to the employment index 


TABLE VII 


RELATIONSHIP BETWEEN INDUSTRIAL EMPLOY- 
MENT AND RETAIL TRADE IN OHIO 


January, 1922 — September, 1926 


Coefficient of 
Correlation 


Error of 


Time Sequence Estimate 


Concurrent 
1 Month Lag (Trade)-_-_----- 
2 Month Lag (Trade)_----- 
3 Month Lag (Trade)_____- 


of 


.894 with a standard error of estimate of 2.89. The 
unit, of course, is the index number of department 
to .goo and the standard error of estimate was reduced 


to 


two months to the employment index, the correlation 
coefficient dropped to .893 and the standard error of 
estimate became 2.41. The explanation of this drop 
in the standard error accompanying a drop in the cor 
relation coefficient is to be found in the independent 
variable itself. 


OHIO INDUSTRIAL EMPLOYMENT AND CLEVE. 


| 


—= 


one month, the correlation coefficient was increased 


2.54. Proceeding further and allowing a lead of 


It happens that the first three items 


CHART VII 
SCATTER DIAGRAM 


LAND DISTRICT DEPARTMENT STORE SALES 


Both Series Seasonally Corrected 
January 1922 to September 1926 
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CHART VI 
OHIO INDUSTRIAL EMPLOYMENT AND CLEVE- 
LAND DISTRICT DEPARTMENT STORE SALES 
Seasonally Corrected —3 Months Moving Average 
January 17922-September 1926 
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in the independent series are unusually small, which 
means that the standard deviation of the series is re- 
duced when these items are dropped. Allowing a lead 
of three months to the independent variable the corre- 
lation coefficient dropped to .844 and the standard er- 
ror increased to 2.69. It is evident from the table 
that one is justified in using the two months’ lead 
relationship even though the correlation coefficient is 
slightly smaller because of the advantage of an addi- 
tional month in the forecast. The scatter diagram, 
Chart VII, represents the relationship between these 
two series when the independent variable (industrial 
employment) leads by two months. 

The actual sales index is compared with the esti- 
mated index after re-introducing the seasonal factor in 
Chart VIII. The estimated index is the forecast two 
months ahead multiplied by the corresponding index 
of seasonal variation. 

Conclusions 

What conclusions may be drawn from this study? 
It is evident that over this short period the fluctua- 
tions of these two series are very closely related and 
are substantially synchronous. 
have the answer to the question raised early in this 
study. Changes in purchasing power are quickly re- 
flected in changes in retail trade. The correlation 
table shows best results when industrial employment 
leads by one month, but the improvement over the 
concurrent relationship is slight. A second conclusion 
is that industrial employment constitutes a fairly re- 


In other words. we . 


CHART VIII 


liable short time forecaster of department store sales. 
This is justified on a two months’ basis in particular, 
even though the correlation coefficient is slightly 
smaller than for a lead of one month because of the 
advantage of the additional month in the forecast. It 
is furthermore evident that our problem is to search 
for the factors which contribute to changes in indus- 
trial employment in Ohio. It may be countered that 
this much of the problem was known in advance of 
this study. However, it is fair to say that this study 
of the relationship between these series does very 
materially narrow the problem, since the search for 
these factors may be confined to a search for factors 
which contribute to the fluctuations in construction 
and iron and steel employment. It is also reasonable 
to state that the results of this study can be materially 
bettered by improving on the seasonal index which 
is used in correcting department store sales for the 
reasons which were suggested earlier. It must also 


be frankly acknowledged that no attempt has been 
made here to take into account the changes in the 
prices of department store goods. The Federal Re- 
serve index number is of course based on dollar sales 
and these dollar sales are influenced by changes in 
department store prices. It is extremely unfortunate 


that there exists no index of department store prices. 
The variety of goods handled and the constant changes 
in the character of these goods almost render such an 
index impossible. 


The continuation of the study 


CLEVELAND — DEPARTMENT STORE SALES 
Actual and Estimated 


January 1922 to September 1926 


Average Month 1919-1923 Equals 100 
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which is going on in the oes is taking the form 
of searching for advance indicators of employment 
changes in the key industries of construction and iron 
and steel. 


AN INDEX OF INDUSTRIAL PURCHASING 
POWER IN OHIO 

The Constituent Series 
In the October and November numbers of the Bul- 
letin indices of employment in the three important 
divisions of the iron and steel industry in Ohio were 
presented ; 2 composite index representing the aggre- 
gate of the three divisions of the iron and steel in- 
dustry in Ohio was also presented in the November 
Bulletin. It was shown in that number that this in- 
dex is actually representative of employment changes 
in the entire iron and steel industry of Ohio: The 
Bureau’s index of employment by general contracting 
firms, currently reported in the Bulletin, is an accurate 
reflector of all construction employment. This has 
been tested quantitatively and the results will be pre- 
sented in a later number of the Bulletin. 
posite index is based on the series representing these 

two important industries. 


The Representative Character of the Index 


In 1923 the total payroll of the iron and steel group 
constituted 26.8 per cent and the payroll of all con- 


TABLE VIII 


COMPOSITE INDEX * — EMPLOYMENT 


Since January 1922 
Average Month 1923 Equals 100 


| 
NNN 


won 


struction group constituted 6.8 per cent of the total 
payroll of all industries reporting to the Ohio Division 
of Labor statistics. The two groups combined repre- 
sented 33.6 per cent of all industry total for 1923. In 
other words, as indicated by the measurements these 
two important groups of industries represent one-third 
of the industrial purchasing power of the State. It 
should be repeated here that the reports of the Ohio 


Division of Labor Statistics cover all industries except — 


The com-: 


interstate railroads and represent the data of all em 
ployers normally employing five or more persons. From 
this, it is evident that agriculture is scarcely repre. 
sented since very few farmers normally employ as 
many as five persons. Other groups are perhaps not 
adequately represented for the same reason; retail and 
wholesale trade is doubtless an example. The iron 
and steel group is probably very completely represented 
while on the other hand the construction industry is 
doubtless not so adequately represented since there are 
many small contractors and sub-contractors who em- 
ploy normally less than five men. It seems fair to say 
that iron and steel and construction represent approxi- 
mately one-third of the industrial purchasing power 
of the State. A composite index of employment based 
on these two groups should serve as an index of in- 
dustrial purchasing power in the state, especially so 
when the basic character of these two groups is con- 
sidered. 


The Composite Index 

The indices representing fluctuations of employment 
in the iron and steel and construction industries com- 
bined are presented in Table VIII and are plotted 
in Chart IX. These indices are composites, based on 
the four individual series already presented. Each 


series is weighted in proportion to its importance rel- 


arive to the composite total. Total wage and salary 
payments disbursed in 1923 are the basis for the com- 
parison. These comparisons yielded the following 
ratios: Foundries and machine shops, 37.5 per cent; 
Steel works and rolling mills, 31.8 per cent; Blast 
furnaces, 6.0 per cent; Construction, 24.7 per cent. 
For convenience, the weights actually used are, re- 
spectively, 37, 32, 6, and 25. 


NOTICE 


The Bureau’s supply of the June 1926 Bulletin of 
Business Research has been exhausted. The Bureau 
will appreciate the return of any copies of the June 
issue which are not required. 


TREND OF BUSINESS 

Stock Market 

The industrial stocks listed in Table XI showed 
an increase of 4.4 points during the month of Novem- 
ber. There was a slight reaction, however, during the 
first week of December. The increase in the price of 
railroad stocks was only 1.5 points during the month. 
The comparative weakness of the market at the first 
of December was due partly to the halting tendency in 
trade and industry reflected by the reports shown im 
the later paragraphs of this summary. It will be 
noted that there was a striking decline in the price 
of automobile accessory: stocks during the month of 
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November and that automobile stocks just held their 
own. The greatest drop registered during November 
was in coal stocks. These movements are fully ex- 
plained by demand conditions in these two industries 


—the decline in automobile sales and the decline in 
foreign demand for coal due to the collapse of the 
English coal strike. Likewise the decline in the price 
of tire and rubber stocks was a reflection of the reces- 
sion in the automobile industry. If one takes into 
consideration the outlook in the iron and steel industry, 
the automobile industry, and in the building industry, 
as well as the prevailing agricultural situation, the 
prospect for the early months of 1927 indicates a de- 
clining rather than an upward tendency in the price of 
stocks, although the easy money conditions likely to 
prevail in the months of January and February due to 
seasonal forces will constitute strong factors in the 
maintenance of prices at.present levels. Whether these 
easy money conditions can support the general level 
in the face of recession in significant lines is rather 
questionable. 


Bank debits for the state of Ohio and for the 
United States as a whole outside of New York City 
have regularly shown a high degree of correlation. 
Ohio bank debits showed a slight decrease in Novem- 


ber, after allowing for the seasonal movement. 
(See Chart I.) 


While the bills discounted by the 


CHART IX 


Federal Reserve Banks showed a distinct decline 
during the month of October there was a recovery 
shown by the report for the first week of November. 
Since the third week of November there has been 
an upward trend. The notes in circulation during that 
period have shown a slightly upward trend. 

The interest rates on four to six months paper de- 
clined during the month of November from a range of 
4% to 5 per cent at the first of the month to 4% to 
4% per cent at the end of the month. Taking the 
average of the high and low as the quotation, the de- 
cline was from 4.94 per cent to 4.63 per cent. 
Computing the rate on commercial paper in the same 
way, the decline of the average rate from November 
6 to December 4 was from 4.63 per cent to 4.50 
per cent. This decline in November represents sub- 
stantially the normal seasonal decline for rates in that 
month. Seasonally there should be a slight firming of 
rates in December with a substantial decline after Jan- 
uary 1. The firming of the rate for the first week in 
December as compared with the first week of Novem- 
ber indicates that we may expect approximately the 
ordinary seasonal movement in interest rates for De- 
cember. 


For some months the Bureau of Business Research 
has been carrying forward in its files a chart on the 
ratio of deposits to loans for the Federal Reserve 
Banks. These figures are taken from the Standard 
Statistics Company. They show a decline in the ratio 


COMPOSITE INDEX OF INDUSTRIAL EMPLOYMENT IN OHIO 
Since January, 1922 
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from 214 in October to 199 in November. This figure CHART X 

of 199 in November compares with 202 in November, PASSENGER AUTOMOBILE PRODUCTION IN 
1925. This indicates a tendency toward a fuller utili- UNITED STATES AND CANADA, AND 
zation of loan funds by the banks of the Federal re- GENERAL MOTORS SALES 

serve system. However, the ratio of total reserves January 1985 to Date by Months 

for the Federal Reserve Banks shows an increase, re- Sources: U. S. Department of Commerce — Commercial 
flecting the easier money conditions prevailing during 
November. 


Automobiles 4. 
The production of automobiles in October in the \ 
United States and Canada showed a 20 per cent de- \ 
crease as compared with October, 1925. This total if 
corrected for seasonal variation and trend would show 
a production of about 87 per cent of “normal”. That 
is, production in October showed a drop both with 
respect to the preceding year and with respect to esti- 
mated “normal” production in that month. Table VI 
showing sales of automobiles in selected counties of 
Ohio shows a decrease of 16.7 per cent in November 
sales as compared with October sales. The ordinary 
seasonal decline of November as compared with 
October is about 11 per cent. 
Chart X and Table IX show striking correlation 
between total automobile production and General 
Motors sales. It will be noted that division sales to 


TABLE IX 


PASSENGER AUTOMOBILE PRODUCTION IN THE UNITED STATES AND CANADA, 
AND GENERAL MOTOR SALES 
January 1925 to Date by Months 
Sources: U. S. Department of Commerce*; 


Commercial and Financial Chronicle _ 
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Total Number 
of Cars 


213,851 
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are revised from time to time by the U. S. Department of Commerce and the table here carries the latest revision. 
inus (~) denotes decrease. 


q 
Motors 
Canada 
Canada| General Motors Company 
ee Dealers’ Sales to Users | Division Sales to Dealers 
Te Per Cent Per Cent | Per Cent 
Increase Increase Increase 
Month Over Same | Total Number | Over Same | Total Number | Over Same 
oS Period last of Cars Period last of Cars Period last 
Bee ; Year ** Year ** Year ** 
1925 
334,524 
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dealers were brought down in October as an offset to 
the recent tendency toward accumulation of stocks. 
Table X below shows the trend of sales in the Phila- 
delphia and Chicago Federal Reserve Districts to be 
similar to that which was noted in the state of Ohio. 


Department Store and Wholesale Trade 


The employment situation has been described above 
with some care because of its relation to the trend of 
department store sales in the Cleveland district. The 
Bureau has been regularly computing the relation of 
monthly department store sales to what might be re- 
garded as a normal trend considering seasonal varia- 
tions. This computation shows that the October sales 
for the Cleveland district were about 1.7 per cent be- 
low the normal sales for that month. Department 
store sales as compared with the October sales for the 
preceding year showed a 9.4 per cent decline. The 
department store sales, however, were abnormally large 
in October of 1925 partly due to the cold weather pre- 
vailing in the fall months of 1925. The drop of 
October sales below the seasonal normal in October of 
this year is probably due to the milder weather which 
has prevailed in 1926. The figures shown by the Bu- 
reau indicate that in 1925 the abnormal sales of October 


were followed by sales below the normal in November. 


November, 1926 sales were probably very close to the 
seasonal normal. This is indicated by the preliminary 
figures for November reported in the Fairchild Textile 
Apparel Analysis for December 4. An increase over 
November, 1925 in department store sales was shown 
by that publication for Cleveland and Cincinnati. The 
average daily sales in the Ohio retail dry goods trade 
in October as s hown by the index of the Bureau of 
Business Research was 3.9 points below the October 
sales of 1925. This last figure must be considered in 


TABLE X 
AUTOMOBILE TRADE IN PHILADELPHIA AND CHICAGO 
FEDERAL RESERVE DISTRICTS 


view of the abnormally high sales of 1925 as noted 
above. 


The November mail order sales were about 10 per 
cent above the normal sales for that month. They 
were also 7.3 per cent higher than the sales index for 
November 1925. The October sales were 9.0 per 
cent below October of 1925, but October sales for 
1925 were abnormally high. The November sales of 
Five and Ten Cent Stores were about 3 per cent above 
the normal for that month and 10.8 per cent above 
the sales for November of the preceding year. 

It is interesting to note in this connection that the 
October sales in the Cleveland district for all classes 
of wholesale establishments were about 4 per cent be- 
low the normal sales for that month and 7.3 per cent 
belew the October sales for 1925. The index on 
wholesale groceries carried by the Bureau of Business 
Research shows a decline of 9.6 points in the dollar 
sales of wholesale groceries in October as compared 


TABLE 
COMPARATIVE WHOLESALE PRICES FOR gen 
GROUPS IN THE UNITED STATES—OCTOBER, 1926 
Average 1913 Equals 100 
Source: S. Department of Labor 


Per Cent* 
Oct. | Sept. | Oct. |Increace over 
Commodities 1925 | 1926 | 1926 Previous 
Month 
Farm Products. . 155.3 | 141.1 | 139.4 —1.2 
Food, etc. 157.6 | 152.0 | 152.0 0 
Cloths & Clothing. . ee 189.5 | 175.2 | 171.5 —2.1 
Fuel & Lighting. ... .. . 171.7 | 182.0 | 184.4 1.3 
Metal Met. Products. .| 127.9 | 127.0 | 126.7 — 2 
Building Materials. ....... 173.9 | 172.4 | 172.1 — 2 
Chemicals, ete............ 134.9 | 130.8 | 129.3 —t.1 
House-furnishing ....| 167.9 | 160.4 | 160.3 —.! 
ALL COMMODITIES... . .| 157.6 | 150.5 | 149.7 — 5 


*Minus (—) denotes decrease. 


OCTOBER, 1926 


Source: Federal Reserve Banks 
Philadelphia District Chicago District 
Change From Change From 
Classes of Cars September October Sep October 
1926 1925 1926 | 1925 
New Cars 
Wholesale—Number Sold. — 70% +10.1% —23.4% —37.7% 
— 86 + 3.7 —26.1 —37.3 
Cars 
Salable on Hand—Number...................-.-.-05 + 78 + 1.7 + 49 +14.5 
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with October 1925 and a decline of 4.9 points in the 
physical volume of sales by wholesale grocery estab- 
lishments as compared with that of October 1925. 
~ Table XII shows a declining tendency for the month 
of October in wholesale prices for various commodity 
groups. The largest decline was for cloths and cloth- 
ing. The only other comparable declines were found 
in farm products and chemicals. Fisher’s weekly index 
of wholesale prices showed a large drop from the first 
of November to the end of the second week of Novem- 
ber with a fairly stable level through the remainder of 
November. This November decline was due possibly 
to the decline in the price of coal. The net decline in 
Fisher’s index was 4 points from November 1 to De- 
cember 1. This declining tendency in wholesale prices 
is small but affects a large variety of products and is 
in accord with the decline in wholesale trade during 
the past two months as indicated above. 


Employment 

Employment in the iron and steel industries as indi- 
cated in Chart IV, page 7, showed some decline for 
the month of November. The decline was larger for 
wage payments than for numbers employed. Recent 
studies of the Bureau of Business Research throw some 
doubt on whether it can be stated with any assurance 
that there is a seasonal curve of employment in the 


TABLE XI 


STANDARD INDICES OF THE SECURITY MARKETS 
COMMON STOCK PRICES—BY GROUPS 


Source: Standard Statistics Company, Inc. 


iron and steel industries. The data which have been 
studied indicate that fluctuations are cyclical in charac- 
ter rather than seasonal. This employment informa- 
tion, therefore, has significance as indicating a slight 
downward trend in industrial employment in the iron 
and steel group. Likewise, employment in the con- 
struction industry, shown in Chart III and Table II, 
indicates a slight downward trend even after the cor- 
rection is made for seasonal variation. The down- 
ward trend in the construction industry applies to 
wage payments as well as to number of wage earners. 
Iron and Steel 

Employment in blast furnaces in Ohio for November 
was an exception to the general rule in the iron and 
steel group, showing a slight upward trend for the 
month of November. The decrease was greatest in 
steel works and rolling mills as shown by Chart IV 
and Table III. The Metal Trades Employment Index 
has been showing a decline since August and this 
downward trend continued in November. That there 
is, however, a fairly healthy situation so far as indus- 
trial employment is concerned is indicated in Table IV 
on the industrial unemployment situation in Ohio cities 
as shown by reports to the Ohio Department of Indus- 
trial Relations. On the whole the employment situa- 
tion indicated by that table is better than it was for the 
corresponding months in 1925. While there is a down- 


5 Machine 89.3 88.6 - 7 106.8 87.2 
12 Metals (Miscellaneous). 114.2 119.6 5.4 130.6 105.5 

ONL 157.8 161.6 3.8 161.6 148.3 

18 Miscellaneous (Industrials)......................-0.0-5- 203.2 214.6 11.4 217.4 176.7 


*Minus (—) indicates net decrease. 


Moe 
= 
d 
wa 
rea 
10 
the 
as 
ce 
Tu 
U. 
in 
tir 
of 
: rt 
ea 
m 
tt 
or 
If 
ek Group ' Oct. 30 Dec. 4 crease* High Low = 


December, 1926 


BULLETIN OF BUSINESS RESEARCH 17 


ward trend in employment in Ohio as shown: by the 
figures for November, this downward trend has not 
reached large proportions to date. 

The average daily production of pig iron in Novem- 
ber was, according to the Iron Trade Review, 107,898 
tons as compared with 107,555 tons in October and 
100,775 in November 1925. At the close of November 
the ratio of furnaces in operation was 57.7 per cent 
as compared with a ratio of 58.5 per cent in the pre- 
ceding month. At the end of November orders were 
running 10 to 20 per cent under the October rate ac- 
cording to Iron Age. However, unfilled orders of the 
U. S. Steel Corporation on December 1st showed an 
increase for the third successive month. There con- 
tinued a good demand for structural steel. The price 
of finished steel was unchanged and the price of pig 
iron showed a slight decline. On the whole, employ- 
ment and consumption figures indicate a somewhat 
easier situation in the iron and steel industry in the 
month of November than that which prevailed during 
the preceding months. 


Agricultural Situation 

Agricultural prices have continued their downward 
tendency established in the fall of 1925. Non-agricul- 
tural prices have within recent months shown a fair 
degree of stability. The cotton situation continues to 
occupy major attention. The seriousness of the drop 
in cotton prices is indicated by the price data published 


TABLE 


by the Bureau of Agricultural Economics at Washing- 
ton. Cotton prices in October were 94 per cent of the 
pre-war average price (August, 1909-July, 1914). In 
comparison with this figure corn prices were 116 per 
cent of the pre-war level, wheat prices 137 per cent, 
hay prices 110 per cent, potato prices 181 per cent, 
beef cattle prices 124 per cent, hog prices 167 per cent, 
egg prices 171 per cent, butter prices 164 per cent, and 
wool prices 178 per cent. The same serious situation 
is reflected in the data showing the relative purchasing 
power of cotton in terms of all commodities. At 
October prices this relative purchasing power of cot- 
ton amounted to 62 per cent of the pre-war level. 
The latest government estimate places the cotton pro- 
duction of this year at 18.4 million bales. 
Foreign Trade 

The data supplied by the Department of Commerce 
on the foreign trade of the United States for the 
month of October show a very slight increase in ex- 
ports as compared with September, and a considerably 
larger increase in imports. As compared with October 
of 1925 exports show a drop of about 33 million dol- 
lars, and imports show an increase of about 9 million 
dollars. The excess of exports in October amounted to 
74 million dollars. For the United Kingdom and 
Germany imports in October were greatly in excess 
of exports. The imports into the United Kingdom in 
October were more than twice as great as exports in 


FOREIGN TRADE 1925-1926 
Chief Industrial Nations 
Source: U. S. Department of Commerce 


United States United Kingdom German Japan 
ee (In Million Dollars) | (Thousand Pounds, Sterling) | (Million Gold Marks) (Million Yen) 
on 
Imports 
4 346.2 69,051 128,907 697 1,372 147 228 
ebruary........... 270.7 333.4 69,330 110,148 631 1,125 164 284 
453.7 385.4 70,303 112,681 712 151 313 
eee 398.3 346.1 60,877 110,358 672 1,081 168 258 
Re age? 370.9 327.5 64,204 104,278 732 1,084 170 204 
FREES 323.3 325.2 58,893 110,982 688 1,072 181 201 
339.7 325.6 64,826 98,745 747 1,180 211 171 
379.8 340.1 61,038 91,733 727 1,303 228 191 
September.......... 420.4 350.0 60,735 97,925 780 1,104 233 164 
490.6 374.1 67,082 108,839 851 1,119 227 165 
lovember.......... 447.8 376.4 60,977 114,693 797 894 213 184 
wa RY. 468.3 396.6 65,769 134,269 798 765 207 185 
January 7 ARE 396.8 416.8 60,380 117,689 801 733 166 205 
ebruary........... 352.9 388.3 62,814 96,845 788 721 160 243 
March............. 374.4 442.9 66.400 106,864 927 687 188 287 
REST 388.0 397.9 52,749 102,492 782 729 161 235 
SEES 356.7 320.9 45,764 81,199 731 707 161 

RR ee 338.0 336.3 50,107 97,504 761 796 156 193 
Pare 368.4 339.0 57,260 100,290 823 949 161 184 
385.6 336.6 49,780 101,100 173 159 
September.......... 450.0 345.0 50,680 101,724 836 823 178 164 
October............ 457.0 383.0 53,177 111,014 882 1,148 192 142 
Totals (1926)......... 3,867.8 3,706.7 549,111 1,016,721 7,331 7,293 1,696 2,032 
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the same month. The foreign trade of the United 
States since January 1924 is shown in Chart XI. The 
available data on the foreign trade of the leading 
commercial nations are shown in Table XIII. 

International wholesale prices show very slight 
changes as far as the data are available. The figures 
are shown in Table XIV. 


Construction Contracts Awarded 

The total of contracts awarded for 37 states east of 
the Rocky Mountains for November was 2.6 per cent 
larger than the total for November 1925 and 6 per cent 
below the total for October 1925. The November 
total was about 10 per cent over the figure which may 
be regarded as the normal for that month. 

The mild weather represents one of the possible 
reasons for the apparent check in the decline of con- 
struction contracts. The large increase was in the 
Middle Atlantic States. The Southeastern States also 
showed a much smaller decline in comparison with 
last year than was shown in preceding months. Last 
year was, of course, an extraordinary year in construc- 
tion. 

However, the trend of rents is still downward and 
vacant space continues to increase. It would be an 
interesting circumstances if under these conditions 
there should arise a new building boom on the basis 
of the easy money situation. It would simply postpone 
the evil day. 


December, 1926 


REPORT ON A. M. A. INVITATION CONFER. 
ENCE AT CHICAGO NOVEMBER 18 AND 19 


Topic: Employee Representation Plans. 

The recent pronouncement of President Green of the 
American Federation of Labor denouncing, under the 
general term of “Company Unions,” all forms of em- 
ployee representation non-union in origin, makes any 
discussion of employment representation plans timely 
and pertinent. The analysis of employee representa- 
tion plans taken by President Green as the basis for 
his attack upon these devices might well have consti- 
tuted a major topic in the program of the American 
Management Association during its recent conference 
in Chicago. This might have been expected from the 
nature of the designation for the conference. No offi- 
cial recognition, however, was given to the possible 
opposition of the A. F. of L. beyond the expressed 
belief on the part of one or two present that the chal- 
lenge of the A. F. of L. could help materially toward 
improving the organization and operation of employ- 
ment representation plans, such as were being con- 
sidered by the conference. 

In considering the entire field of employee repre- 
sentation plans we may divide them roughly into three 
groups: (1) shop steward plans; (2) joint agree- 
ment plans; and (3) non-union employee representa- 
tion plans. The conference confined itself to the last 
named group, although some mention was made of the 


CHART XI 
FOREIGN TRADE 1924-1926 
Chief Industrial Nations 
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TABLE XV 
CONTRACTS AWARDED IN 37 STATES AND BY DISTRICTS, SHOWING PERCENTAGE INCREASE* 
OVER SAME PERIOD PRECEDING YEAR—JANUARY-NOVEMBER 1926 


(In Millions) 
Source: F. W. Dodge tion 
New York 
37 N. E. State and New Middle Pittsburgh South- The The 
States England Atlantic District eastern Central Northwest 
New Jersey States States West 
Valua- 
tion 

$37.1 45 | $37.2 | — 2 | $46.7 | —29 | $57.7 51 | $119.44 25) $5.9) 

34.1 24 | 38.2 53 | 43.5 | —14| 67.5 50 109. 46 5.2 37 

an 457.2; 47.7; 195.5) 76) 25.6 34.6 59 | 388 1 65.8 60 79.1 43 4.0 | —20 
eb 389.9} 25.4) 104.9) 65 19.7 272) -19| 4642 | 853 82 85.3 5.3 15 
Mar. 597.9} 21.8; 157.7) 346) — 68.8 6| 87.0 | 865 71 130.2} — 3 12.1 68 
April.| 570.6 5) 171.0) 30| 443 1 56.7 | — 5 61.8 | — 37| 80.6 59 126.4, —20 11.4 25 
May0|} 549.8 8.1} 139.9) 24] 47.3 2 58.0 if 64.0 5 59.0 | —18 141.6) 1 10.9 | —13 
June.| 547.8) — 2.4) 127.1 4| 390|-9 53.1 18 | 95.1 51 51.7 | —30 146.6, —19 10.4 | —17 
July 518.9) — 5.2) 110.44 —9| 41.2 | 48.6 1 76.2 | —26| 588 | —33 154.4 11.8 31 
Aug..| 600.8} — 1.7} 153.7| —27| 446] 61.5 19| 63.5} —18| 46.1 | —33 196.0} 57 8.6 | 
Sept.., 562.44— .7| 146.9) 13 443 | 623 28 | 65.1 | —1 56.9 | —33 160.0} 0O 
OctO.| 515.7} — 3.0} 123.6) —12 31.4 | —19 56.9 11 58.3 | —26| 48.1 | —37 171.3} 35 9.8 41 
Nov..| 487.0 2.6 118.0) —26| 365 | 663 78 | 408 |) —13 525 154.2) 29 5.3 | —10 
Total.) $5812.5 6.1| $1548.6, Il | $40.8 | — 8 |$612.0 19 | 696.9 | —I1 |$691.2 | — 3 |$1541.9) 12 | $98.7 10 


*Minus (—) indicates decrease. 


Baltimore and Ohio development of a plan for joint 
management. The shop steward plan is the typical 
one in England and has its closest prototype in this 
country in the shop chairman system operating in the 
clothing markets under joint agreement plans between 
the Amalgamated Garment Workers and various em- 
ployer groups. The Baltimore and Ohio plan, which 


TABLE XIV 
INTERNATIONAL WHOLESALE PRICE INDICES 


(In Terms of Gold, Pre-War Equals 100) 
Source: Federal Reserve Bulletin 


is frequently spoken of as a profit-sharing plan, is 
really a benefit-sharing plan. How far it goes as a 
genuine example of a joint control of industry it is 
still too early to determine. 

Employe representation plans in turn may be divided 
into three major types: (a) legislative forms; (b) 
advisory forms; (c) cooperative forms. These have 


Germany United States Ja 
(Federal Statis- | (Bureau of Labor (T xo ? 
tical Bureau) Statistics) 


_ October 


_ *The indices published in the Federal Reserve Bulletin were converted on the basis of changes in the dollar value of the currency 
nuit. The average of the cable transfer rates ,or the month was used. 


M 
19 ; 
France 
| Month England (Federal Reserve : 
(Board of Trade) Board)* 
1925 : 
171 128 138 160 164 
nee 169 125 137 161 165 Fe 
163 124 131 156 169 
159 125 132 155 167 
tee 156 118 126 160 164 
155 110 124 158 164 
153 100 122 156 168 
151 103 120 156 170 
144 101 118 152 166 
144 99 123 151 169 7 
145 97 123 152 167 2 
149 90 127 151 169 
149 102 127 149 170 
Sept 102 127 151 170 
; — — 150 
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been listed not only in the sequence of importance, 
but also in the sequence of development. The first 
of the plans for employee representation, which de- 
veloped during the war as a result, in many cases, of 
Federal requirement, were very elaborate and ex- 
cessively formal. The object of these plans apparently 
was to develop representation for an industrial citi- 
zenry in the government of industry. In its attempt 
to achieve this the sponsors of the movement modeled 
the earlier plans upon the Federal government. Em- 
ployee representation mechanism accorded legislative 
powers took the form of either the joint industrial 
council, following the Canadian model of Mackenzie 
King, or the Federal plan popularized by John Leitch. 
Most of these latter plans have been subsequently 
modified both in form and in power. Those that were 
not discontinued at the end of the war lopped off the 
Cabinet and the Senate and became largely advisory 
counsels for conveying and interpreting company poli- 
cies to the rank and file of workers. 


Of all the plans developed during the early enthusi- 
asm for “Industrial Democracy” the most elaborate 
was that known as the Leitch or Federal plan. This 
plan in many instances collapsed from its own weight 
of elaboration. The plan, being constructed from an 
analogy with the Federal government, lacked much 
of the realism necessary to command the enthusiasm 
and loyalty of adult workers. The location of the 
veto power has been regarded by many as the surest 
test of integrity and sincerity in plans proposed by 
employers. In many instances final arbitration, after 
having taken contestants through a rather complex 
sequence of appeals, is found to be lodged, — as usu- 
ally is the final veto power,— in chief executives of 
the enterprise. The experience of most concerns ap- 
peared from the discussion of this conference to have 
been that arbitration is inconsistent with the unanimity 
of agreement between workers and managers which is 
presupposed by employee representation plans. 


Among the questions arising from the consideration 
of employee representation plans covered at a round 
table presided over by C. S. Ching, Supervisor of In- 
dustrial Relations, United States Rubber Company, 
were the following: 


1. What are the relative merits of individual and 
unit voting? 


2. Why should the plan provide for review of dis- 
missals ? 

3. Why should the plan provide for appeal from 
decisions adverse to employees? 

4. Why should the plan provide for arbitration? 


5. What are the qualifications and characteristics 
of a good employee representative? 


6. To what extent should management go in train- 
ing and encouraging employee representatives to per- 
form their duties as such? 

The discussion of these questions brought out rather 
clearly the unhappy effects of a failure at the outset 
to define clearly the type of employee representation 
to be covered by this conference. While opportunity 
was given for the presentation of opposition views, 
there seemed to be a notable reluctance to stress the 
limitations of the types of employee representation de- 
scribed during the sessions. 

The discussion of these topics served to bring to a 
head a very important difference in viewpoint as be- 
tween two groups of employers. The first of these 
viewpoints, fairly well represented in the papers of 
Dr. Richardson of Swift & Company, and D. H. 
Bremerman of the Chicago, Burlington and Quincy 
Railroad, took the position of excluding employee 
represeniatives from the determination of managerial 
policies, while the other group, fairly well represented 
by Mr. Myers, former General Manager of the 
Duchess Bleacheries, and W. P. Hapgood, President 
of the Columbia Conserve Company, was disposed to 
give to the representatives of employees an even larger 
share than is now customary. An excellent and un- 
biased paper representing the findings of a question- 
naire dealing with the merits and demerits of em- 
ployee representation plans for educating employees 
and for discovering personnel for promotion was pre- 
sented by Chapin Hoskins, Managing Editor of 
Factory. 

The general concensus of opinion among those who 
contributed to the discussion throughout the two days 
seemed to be that workers ought not to be given par- 
ticipation in the management of the business. This 
because (1) of their necessary incompetence in man- 
agerial technique, (2) lack of desire to assume the 
responsibilities of risk-bearing, and (3) the fact that 
control should lie in the hands of investors. It was 
argued that inasmuch as modern industry depended 
upon large accumulations of capital supplied by in- 
vestors, it would be unreasonable and unsafe to an- 
tagonize or to disturb investors by subjecting enter- 
prises to the risk which employee participation in man- 
agement might reasonably be expected to entail. 

The advocates for greater employe participation in 
management based their advocacy upon (1) the prac- 
tical and technical competency of workers, (2) the 
desire of workers to have authoritative data as to se- 
curity of the job, and (3) recent changes in the per- 
sonnel, status, and attitude of investors. It was 
pointed out that no good reason exists for believing 
that investors would continue to be distrustful of en- 
terprises in which workers exercised considerable par- 
ticipation in management, once the security and larger 


= 
retl 
1 
and 
giv 
ne 
em 
for 
we 
Wi 
ot 
ae 
b 
RE wee 
| 
| 
| 


OAS 


December, 1926 


BULLETIN OF BUSINESS RESEARCH 21 


returns of such enterprises became clearly evident. 
The experiences of the Columbia Conserve Company 
and of the Duchess Bleacheries were cited as instances 
of the substantial and continuous benefits derived from 
giving to workers an authoritative share in determin- 
ing the managerial policies of an enterprise. 

The chief questions raised as to the excellence of 
employee representation plans had to do with (1) con- 
ditions surrounding the origin of such plans, (2) 
prospects of permanence in such plans, (3) real need 
for such plans when management is truly efficient, and 
(4) danger of preparing the way for subsequent 
unionization. While it is true that these questions 
were raised, it is unfortunate that none of them re- 
ceived the attention it deserved. In no instance 
was any definite conclusion reached one way or the 
other, and executives who came intent upon procuring 
material upon which to base decisions as to the in- 
stallation of this device may have been forced to leave 
considerably disappointed. 


This unfortunate indisposition to discuss the critical 
phases of employee representation plans seems to en- 
courage and justify a growing disposition on the part 
of heads of large industrial enterprises to entrust the 
impartial investigation of their economic problems to 
agencies free from the influence so frequently found 
in association research agencies. While there can be 
no question as to the sincerity of the executives re- 
porting a favorable experience with plans for em- 
ployee representation, it is important to scrutinize what 
it is that they mean by “favorable experience.” It 
should also be of considerable value to know whether 
the attractive picture of successful operation presented 
truly represents conditions at the bottom. In several 
instances the fact was brought out that the uneasiness, 
if not the antagonism, of foremen has tended to mini- 
mize the beneficial operation of such plans. Anyone 
familiar with the human factor in industry must re- 
alize that the reconciliation of foremen and of lower 
rank executives with a plan which gives to the em- 
ployees power to challenge their decisions and disci- 
pline cannot be an easy matter to accomplish. 


BOOK REVIEWS 
Assuring Business Profits, by James H. Rand, Jr. 


New York: B. C. Forbes Publishing Co., 1926. 245 pp. 


The author, a young man still in his thirties, has 
made an outstanding success in the business world. 
“He has mastered not only the manufacturing end of 
business, but the financial end.’”’ His book is based 
upon his own rich experience. 

Mr. Rand tells us: “There is no longer any need 
of guessing about the things that lead straight to busi- 
ness success. Achievement has been reduced to a 
science as exact as chemistry.’’ This statement seems 
rather strong, especially in view of these words quoted 
from the text: ‘There are certain definite funda- 
mental laws of business. Some of them are written 
and some of them have not yet been written, but they 
are here for the man who will speed his progress and 
insure his profits.” True enough, — the laws are here, 
—but, in economics as in the natural sciences, man 
has scarcely begun to isolate them. It would appear 
that some additional research is necessary before all 
of the guess-work can be taken out of business and an 
exact science formulated. 

Mr. Rand emphasizes, among other things, one point 
which most business men overlook; that is, the in- 
stability of the dollar. “The business that made $100,- 
000 in 1913 and made $200,000 in Ic 9, was really 
losing ground because the net gain expressed in what 
it would buy was less than before the war.” The 
recent deplorable ineffectiveness of the dollar in its 
avowed capacity as a storer of value should be a lesson 
to men in business. ; 


The author of this book is not entirely consistent in 
his advice. In one place he says, “* * * * figure 
how much cash you will need to meet every con- 
tingency you can think of, then double this figure, and 
add a little more just for good measure.” Later, in 
speaking of the need for controlling materials, he 
remarks, ““They must be on hand when they are needed 
but should not be more of a burden than is absolutely 
necessary to insure steady operation.” Is not too large 
an inventory of cash likely to become burdensome, as 
well as a‘ surplus stock of other materials? 

Mr. Rand’s formula for insuring business profits, 
stated, as he says, in all seriousness, is quoted: “The 
profits of any business large or small, can be insured 
by insisting that cash outgo be less than cash income!” 
Further, “* * * * Try to operate on any other basis 
and you run the risk of financial embarrassment, loss 
and failure.” 

The difficulty faced by business men has not been 
their lack of understanding that cash outgo must be 
less than cash income, in order to leave the balance 
which the author defines as “profits.” Nor, have busi- 
ness men tried to operate on any other basis. Their 
chief difficulty has been and still is that of making 
effective their insistence that outgo be less than income. 

The author has omitted any attempt to show how 
this “insistence” can be made simultaneously effective 
for all businesses and individuals. It is barely possible 
this omission was prompted by an appreciation of the 
fact that such an attempt would ignore the simple 
truism that “cash outgo” for one becomes ipso facto 
“cash income” for another. 


; 
= 
ot 
n 
s, 
le 
a 
| 
10 
ys 
r- 
n- 
he 
at 
as 
ed 
n- 
n- 
“i 
n- : 
ia 
as 
ng 
n- 
er : 
i 


22 BULLETIN OF BUSINESS RESEARCH 


December, 1926 


Employee Representation, by Ernest Richmond 
Burton. 


Baltimore: The Williams & Wilkins Company, 1926. 

283 pp. 

The issue of this fairly comprehensive survey of 
the purpose, form, and implications of employee rep- 
resentation comes with unusual timeliness. It is 
interesting to turn from the recent pronouncements 
of President Green at the Detroit Convention in which 
was re-asserted the determination to carry on an active 
campaign against what in labor circles are referred to 
as “Company Unions.” In another section of the pres- 
ent issue of this bulletin will be found a synoptic 
report of the American Management Association pro- 
duction executives’ conference recently held in Chi- 
cago, which concerned itself entirely with the same 
problem there referred to as “Employee Representa- 
tion.” This, together with the increasing disposition 
of managers to call upon all intelligence within their 
plant for aid in meeting conditions which promise to 
grow more and more complicated, makes any discus- 
sion of the limitations and possibilities of employee 
representation of immediate and practical interest. 


Mr. Burton points out the preponderance of 
employee representation plans developed by employer 
initiative. It is interesting, therefore, and instructive 
to compare the industrial conditions under which em- 
ployers have come to concern themselves about the 
installation of employee representation plans with the 
industrial conditions under which organized labor de- 
veloped its organization and technique. We believe 
Mr. Burton sincere and just in insisting that this ap- 
parent change of attitude on the part of employers 
can not be wholly attributed to the menace of unioniza- 
tion. We believe with him that employers have un- 
dergone certain fundamental changes in their attitude 
toward permitting and even inviting worker partici- 
pation in the administration of their enterprises. 

The requirements for sound personnel relations 
which any employee representation plan should be 
made to met are briefly set forth as follows: 

“A. Of Employees, for 


1. Orderly procedure for reaching agreements 
with their employers as to the terms and con- 
ditions of their employment—a_ procedure 
which will assure workers an opportunity to 
know all pertinent facts and to present their 
‘case clearly and effectively to their employers, 
the management of concerns which employ 
them, and, in some instances, to the consumers 
of their products. 


Opportunity for adequate expression of per- 
sonality through more constructive participa- 
tion in the industrial process than is afforded 


—= 


most persons in the performance of gee 
mechanical tasks. 

B. Of Employers (and their agents generally re. 

ferred to as “management”), for 

1. Channels for obtaining an understanding of 
employees’ desires and means for forestalling 
grievances and disputes which otherwise ob- 
struct production. 


Incentives by which to enlist employees’ co-op- 
eration in place of purely perfunctory perform- 
ance of assigned duties in exchange for wages.” 
As a consequence of the author’s clear, simple, and 
explicit presentation of his analyses this text should 
serve as an excellent guide and manual for employers 
or for worker groups concerned with the background, 
the implications, and the specific steps to be taken in 
the set-up of some plan for employee representation, 
An admirable synopsis of the origin, temper, and pur- 
poses of employee representation plans is presented 
under classifications which are excellent in their dis- 
position to follow natural lines of growth and admin- 
istration rather than the more artificial and sometimes 
arbitrary lines of discussion laid down by doctrin- 
arians. 


The treatment of union and anti-union attitudes, 
while free from evidences of deliberate bias, does of 
necessity stress the pro-employer viewpoint, which by 
definition underlies almost the entire employee repre- 
sentation movement. As a matter of fact more space 
is given to such well developed devices of unionized 
plant government under union auspices, — as the Shop 
Steward Plan and Whitley Council in England,— 
than is customary in texts of this nature. 


An excellent analysis of the replacement of the 
older proprietary executive’s viewpoint by that of the 
professionalized salaried manager of modern industry 
is given. This change in the personnel and temper of 
managerial executives serves the promotion of greater 
worker participation in management activities for two 
reasons : 

1. The absence of ancient resentments of propri- 

etary managers against what seemed to them 
the worker’s mischievous desire to meddle in 
the business. 
The greater need and readiness on the part of 
salaried managers to integrate with workers for 
the achievement of a finer craftsmanship in the 
guise of effective industrial management. 

Mr. Burton emphasizes the need for a clear defini- 
tion as to what is intended and authorized under any 
proposed plan. In this connection he stresses an ex- 
cellent distinction between “authority” and “power.” 
He points out how the latter may be given a compe- 
tent and constructive validity by the liberating effect 
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of any device for joint negotiations, so as to locate 
and reconcile the expectations of each with the powers 
inherent in the economic position of each. One of 
the chief advantages from employee representation 
plans is that they can give authoritative recognition to 
the possession of power which under other circum- 
stances might seek its satisfaction in ways injurious 
to the enterprise. 

Experience seems to have shown that the less form- 
ality surrounds this recognition of the true disposition 
of power the happier the results. A survey of the 
procession of employee representation plans confirms 
the feeling that the more elaborate, formal, and rig- 
idly authoritative the plan for employee representation, 
the greater is its pretense to “industrial democracy,” 
the more completely it attempts or pretends to attempt 
to give the workers actual legislative powers, — the 
more certain has been its failure. It is as an open 
forum or as an advisory committee that employee 
representation plans have succeeded best. Among 
such simple and informal organizations the very form- 
ality of voting is often advantageously dispensed with. 

When voting does seem desirable, the feeling, con- 
firmed by the general discussion in the recent Amer- 
ican Management Association conference, seems to 
prefer individual voting to. unit voting. In short, any- 
thing that aids in breaking down demarcations 
between workers and managers in the integration in 
which each is engaged must assure to the enterprise 
a greater degree of security and well being. 


It would seem the chief end and aim of e.. ‘»yee . 


representation plans should be to convince w. rs 
that far from their security of job being jeopara d 
by their greater efficiency, the co-operation and commun 
effort toward a more competent organism will of 
necessity guarantee to each a share in the increased 
output commensurate with his contribution. In short, 
workers must recognize themselves as being “entre- 
preneurs” no less than are their managers and employ- 
ers. 
It might be well in this connection to recognize in 
other devices effective means toward this end. It is 
well to determine whether good personnel manage- 
ment, properly constructed suggestion systems, active 
employee benefit associations, aggressive safety com- 
mittees, and other like mechanisms may not be mak- 
ing, as H. A. Person is quoted to have said, the whole 
enterprise the proper field for personnel management. 
Unfortunately, there are too many instances in which 
employee representation plans have failed to achieve 


this very desirable integration between workers and 
managers because the management does not have the 
requisite understanding of what sound personnel man- 
agement must require. In other instances, it might 
be pointed out that the conspicuous success of some 
employee representation plans could have been achieved 
as successfully if not as conveniently by the direct 
administration of existing sound industrial relations 
policies by an intelligent and sympathetic management. 
The objectives or outstanding purposes of employee 
representation have been conveniently summarized as 
follows : 

A. Double track channel of communication for 
exchange of information, opinions, and desires. 

B. Procedure for prompt adjustment of individual 
and group misunderstandings, complaints, and 
grievances. 

C. Procedure for collective negotiations (unhamp- 
ered by external infiuences or irrelevant issues 
making for ‘fruitless controversy), regarding 
wages, hours, and other terms of the employment 
contracts. 

D. Education of Employees: 


1. Of the rank and file, to appreciate in some 
degree the difficulties of the managerial func- 
tions not only regarding wages, hours, and other 
matters usually regarded as directly affecting 
employees, but also with reference to larger poli- 
cies of finance, production, marketing, and pub- 
lic relations. 


2. Of persons in supervisory positions who 
through serving as management representatives 
on joint conference committees, may acquire a 
broader comprehension of managerial responsi- 
bilities, particularly those affecting personnel 
relations.” 


The mechanics of employee representation plans are 
well covered. The use and abuse of veto and arbitra- 
tion devices is sanely set forth, and a unique sugges- 
tion is offered for periodic progress audits, which 
should command the careful reading of all industrial 
executives. We should earnestly urge any employer 
or corporation considering the installation of this 
device to give Mr. Burton’s text the most careful 
reading. As a reference book it is excellent in arrange- 
ment, documentation, and indexing. As a text book 
it offers more distinction of style than is usual and 
should appeal to the average student as being excep- 
tionally readable for a book so explicit and thorough 
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PUBLICATIONS OF THE BUREAU OF BUSINESS RESEARCH 


The publications of the Bureau of Business Research are of three types: 
(1) regular bulletins reporting results of studies conducted by the Bureau; 
(2) special bulletins presenting preliminary or informal reports of limited scope 
and of interest primarily to certain trade groups; (3) monthly bulletins dealing 
with current business conditions, both in general and in special fields. 

Bulletins in the regular series, when available for general distribution, will 
be sent upon receipt of check. Bulletins in the special series will also be gen- 
erally available, but in limited quantities and subject to withdrawal on exhaustion 
of the supply. The list below contains the numbers, titles, and prices of the 


bulletins so far published : 

REGULAR SERIES 
No. Title Price 
R-l mer fd Compensation and Expense of Ohio Wholesale Grocers — Year 


R-2 A Uniform System of Accounts for Retail Furniture Dealers (price to resi- 
dents of Ohio, $1.00) regular price 

R-3 Housewives’ Buying Habits in Columbus, Ohio— Year 1924_-_._--_.----____ 

R-4 Salesforce Compensation and Expense in Retail Furniture Stores of the 
Ohio Valley — Year 1924 

R-5 The Ten-Payment-Plan of Retailing Men’s Clothing 50 

R-6 The Construction Industry in Ohio 1.00 


SPECIAL SERIES 


X-1 Survey of Ohio Retail Dry Goods Advertising— Year 1924 

Survey of Ohio Retail Clothing Advertising — Year 1924 

X-3 Operating Results of Ohio Wholesale Grocers — Year 1923 

X-4 Operating Results of Ohio Wholesale Grocers— Year 1924 

Content of Advertising Courses in Colleges of Commerce — Agency Suggestions 
X-6 Sales, Outstandings, and Advertising of Ohio Retail Dry Goods Dealers—Year 1925 
X-7 Training for Retail Advertising 

X-8 Operating Results of Ohio Wholesale Grocers — Year 1925 


PROCEEDINGS OF MANAGEMENT WEEK, 1925 
Office Management Section 


$ 50 
Production Section 50 
Marketing Section 
Accounting Section 50 
Proceedings of Management Week (all sections — cloth binding) 2.00 


CONVENTION CALENDAR 


January 4, 5, 6, 7....... TE National Shoe Retailers Association. 
Geo. M. Spangler, Manager, 224 South 
Michigan Avenue, Chicago, II. 
Columbus, Ohio........ Ohio Wool Growers Cooperative Associa- 
tion. 
J. ©. Walker, Secretary, 199 E. Gay St., 
Columbus, Ohio. 
January 18; 20:......... Minneapolis, Minn..... Northwestern Lumberman’s Association. 
W. Badeaux, Secretary, Fawkes Bldg., 
Minneapolis, .Minn. 
| CR a Cincinnati, Ohio....... The Cincinnati Boot and Shoe Manufac- 
turers Association. 
m. H. Tateman, Secretary-Treasurer, 
Room 60, Duttenhofer Bldg., Cincin- 
nati, Ohio. 
January 24-25.......... Columbus, Ohio....... Associated Ohio Dailies. 
Hooper, Secretary, Journalism De- 
partment, Ohio State University. 
February 7, 8, 9........ Columbus, Ohio....... Ohio Retail Clothiers’ and Furnishers’ 
Association. 
C. E. Ditmer, Executive Director, 175 S. 
High St., Columbus, Ohio. 
February 15, 16, 17, 18.. Columbus, Ohio....... The Ohio Hardware Association. 
James B. Carson, Secretary, 411 Mutual 
Home Bidg., Dayton, Ohio. 
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